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Editor’s Note

The 1996 Legislature passed Substitute House Bill 2758 creating the Economic Climate Council
(ECC). The ECC is responsible for selecting a series of benchmarks that characterize the competitive
environment of the state.  The benchmarks are indicators of the quality of life, education and skills of
the work force, infrastructure, and the costs of doing business.

����������	�
��
�	����
�	�������������������
�������������������
�������������������
�������������
��� ���� ����
����� ��� ���� 
��
�������� ����� ��������� 
���������� ����������� ������ ��� ���������� ��
��	�������������� �������!���
�����"����
����#������������������������������
�������
����������������
�������!���
���������"���
��������
��������������������	��	�����������������������	�����������
�����
����
��������"���
��������
���
���������������
��������������������
�����������!���
���������"���
���
����
����	����������	�
������������������� �����������������������������������
�����
��������� �����

������������������������	�
��
���������	����������������



���

�����
	�
�	������
       Page

Executive Summary 1

Economic Performance Indicators

����������	
��
����	 $
��������	��������%���������� &
#����������������'�
��� (
)�����	����)��������'�
��� *+
)�����	����)��������'�
�������� *,
�����-����'���������.� ����������������	��������%����� */
0���������������)���1�
 *&
0���������������)���1�
�%���������� *(
#������������� ,+
"���������	���� ,,
"���������	�������������	
��
�	���
�����	��������	�� ,/
)�����	���� 	����������������
������2�����	���� ,&

3���������� 	������ ,4
'�������� 	������ ,5
������ 	������ 6*

3���	������������ 6,

Economic Climate Benchmarks
Quality of Life 35

Safety
Homicide 36
Violent Crime 38
Arrest Rates for Violent Crime 40

Environment
Air Quality 42
Drinking Water 44
Toxins Released 46

Health
State Health Index 48

Recreation
State Parks and Recreation Areas 50
State Arts 52

Information Access
Public Library Service 54

Cost of Living
Housing Opportunity Index 56



��

Education and Skills of the Workforce 63
"������%������������ &/
"������%�����#��� &&
*+���%�����-0 7� 
���� &(
 �������������
��������� 4+
���
������0���������8����	������"����9������������� 
��������#��� 4,
���
������0���������8����	������:�
�����.��2���������#��� 4/
������)�
��
���������"����9�������
�����)����
�	���������� 4&
;�����������	�����������7�
������#�����
������ 4(

Infrastructure 81
'����������#��������)������������� (,
3�
����������������������'���� (/
"00�0���������
�2����� (&

Cost of Doing Business 89
 ���������7�
������������
������)���<*�+++�)��������'�
��� 5+

'�������'�
����
����� ���������7�
��������
3���	��������'������
������� 5,
-������.����	���������)������������ 5/
���
���
����)��
�� 5&
0�������-����
�� �
��� 5(

Acknowledgments 101

Order Information 101



�

���������	
����
�

This report updates the State of Washington’s Economic Climate Study, last published September
2001.  The study provides information about Washington’s competitive standing in relation to the other
U.S. states.  It is based on the premise that, while improving productivity is primarily the domain of
Washington’s business sector, appropriate state and local policies, particularly those relating to educa-
tion, public safety, infrastructure, cost of doing business, and the environment, are essential to promote
higher standards of living.

The benchmarks considered in this study focus on the four themes specified in the Substitute House
Bill 2758, RCW 82.33A: quality of life, education and skills of the workforce, infrastructure, and the
cost of doing business.  These guidelines are specified in the legislation because state and local policies
can affect their overall performance.  In addition, this study also presents economic performance indi-
cators related to income, employment, population, research and development expenditures, and for-
eign trade.  Overall, forty-one indicators are presented.

Changes to the Economic Climate Study

In response to recommendations from the Washington Competitiveness Council, the Economic
Climate Study Advisory Board met several times in 2001 and 2002 to consider the addition of new
climate study indicators and changes to current indicators.  These meetings resulted in the addition of
eight new indicators with a ninth to follow next year, changes to two indicators, and additional infor-
mation in the supporting text of two indicators.

Indicators that are newly included this year are:
� Median Household Income
� Growth in Personal Income
� Per Capita University Research and Development Spending
� Per Capita Industry Research and Development Spending
� Per Capita Total Research and Development Spending
� Housing Opportunity Index
� Tenth Grade WASL Scores
� Value Added per Hour of Labor in Manufacturing

The ninth indicator that will be added in the next publication will be a measure of the time required
to process land use and/or environmental permits.  This measure is being developed with the coopera-
tion of state and local regulatory permitting agencies and will track annual improvements in permit
processing speed.

Changes were made to the indicators for labor and energy costs in the “Cost of Doing Business”
category.  While the previous energy cost indicator was an average cost for all forms of energy, the
Advisory Board decided that electricity cost would provide a more useful indicator for most busi-
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nesses.  The previous labor cost indicator was “Unit Labor Costs”, which was an index of the average
cost for all forms of labor relative to that of the U.S.  This indicator was replaced by average state wages
in 2000 broken into twenty-two occupational sectors.

Further information was added to the supporting text in the indicators “Total Employment Growth
Rate” and “State and Local Tax Collections per $1,000 Personal Income”.  These changes were the
addition of a table of employment levels to the employment growth indicator and of the latest estimate
of the incidence of Washington taxes on households versus businesses in the tax measure.

Recent Performance

Thirty-three of the forty-one benchmarks and indicators have been updated this year.  Of the up-
dated benchmarks and indicators that include ranks, Washington’s rank improved in seven cases, re-
gressed in nineteen, and stayed the same in four.  Performance improved in fifteen cases, worsened in
fourteen and stayed the same in two.  Data was not available at the time of publication for the eight
indicators and benchmarks that were not updated.

Due to the fact that Washington’s economy started its downturn into the recent recession before
most of the other states, many of the indicators that the state has historically been strong in were among
its worst performers this year.  This can be seen widely in categories related to the rate of growth in
employment, earnings, and income.  While the rate of growth of these indicators has slowed, however,
Washington’s levels of income and earnings still rank highly in comparison to the other states and the
national averages.  Overall, Washington’s performance in the ranked indicators remains above average,
with top ten rankings in over a quarter of the indicators and top half rankings in over two-thirds.

The following table is a snapshot of Washington’s performance and ranking compared to last year’s
climate study.  The analysis of the Washington’s economic climate relative to the other forty-nine states
and the nation as a whole begins on page six.  The description of each indicator and benchmark is
followed by their associated tables and charts.  In each case, the ranking is from best to worst with one
being the best.
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*Trade data from 1997 to 2001 is coded under the North American Industry Classification System(NAICS).
Prior data is coded under Standard Industrial Classification (SIC)
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Homicide Rate, Violent Crime Rate, Arrest
Rate for Violent Crimes

Crime statistics can prove difficult to interpret because reporting procedures vary dramatically
among states.  Furthermore, nearly two-thirds of all crimes and three-fifths of violent crimes are never
reported, creating a considerable discrepancy between actual and reported crime rates.  In view of the
fact that reporting methods differ across states, it is clear that state comparisons would be difficult and
uncertain.  However, recognizing the need for consistent national crime statistics, the International
Association of Chiefs of Police established the Uniform Crime Records (UCR). The program’s pri-
mary objective is to generate a reliable set of criminal statistics by mandating specific reporting re-
quirements and criterion for gathering data that ensures consistency and comparability among states.
The UCR program is a nationwide, statistical effort of over 17,000 city, county, and state law enforce-
ment agencies.  During 1999, the law enforcement agencies that voluntarily participated in the UCR
program represented approximately 260 million United States inhabitants or 95 percent of the total
population as established by the Bureau of the Census.  Over the years its data have become one of the
country’s leading social indicators and is therefore used within this study.  Specifically, the homicide
rate, the violent crime rate (i.e. offenses of murder, forcible rape, robbery, and aggravated assault) and
the arrest rate for violent crimes are included because of their seriousness and prevalence in media
reporting.

In 2000, Washington’s homicide rate, as measured per 100,000 people, increased from 3.0 (1999)
to 3.3 (2000) and Washington’s national rank thus declined from 15th to 20th.  The violent crime rate,
also measured per 100,000 people, declined from 377(1999) to 370(2000). Although Washington’s
violent crime rate of 370 is below the national average of 457, its national rank declined from 24th

(1999) to 25th (2000). The Arrest Rate for Violent Crimes increased from 169 (1999) to 176 (2000), as
measured per 100,000 people, and Washington’s national rank decreased from 19th (1999) to 27th (2000).
As in all years since UCR statistics began being reported, Washington continues to rank well below the
national average in these categories of crime.
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Air Quality Index
(Not updated due to unavailability of data)

The air quality index measures the percentage of a state’s population living in nonattainment areas.
The Environmental Protection Agency (EPA) defines a nonattainment area as a locality where air pol-
lution levels have exceeded the allowable amount according to National Ambient Air Quality Stan-
dards (NAAQS).  Once an area gains “nonattainment” status, its air must meet the NAAQS standards
for three years before it can be reclassified as an “attainment” area.   Carbon monoxide, lead, nitrogen
dioxide, ozone, particulate matter, and sulfur dioxide are the six “criteria pollutants” tested under the
NAAQS.  Adverse effects on the environment and human health may result from pollutant concentra-
tions exceeding these NAAQS thresholds.

In 1996, 54.5 percent of Washington’s population lived in non-attainment areas, ranking Washing-
ton 39th among the states.  In 1997, improved air quality in the Seattle-Tacoma area resulted in a sub-
stantial decline in the percentage of state residents living in non-attainment areas.  Washington im-
proved its ranking from 39th to 26th, with a reduction of 61.7% of Washington residents living in
nonattainment areas.  Washington has improved every year since 1997 and in 2000 realized a record
low with only 6.4 percent of state residents living in nonattainment areas, ranking Washington 22nd

among the states.  This progress can be attributed to improvements made in Kent, Tacoma and Seattle
that resulted in a redesignation from nonattainment to attainment for 870,119 people.
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Drinking Water

The objective of the Washington State Department of Health Drinking Water Program is to protect
the health of the citizens of Washington State by ensuring safe and reliable drinking water.  In Washing-
ton, nearly 5 million residents are served by 4,260 public water systems that must abide by the stan-
dards established by the Environmental Protection Agency (EPA) under the federal Safe Drinking
Water Act (SDWA).  These standards are designed to prevent microbial, chemical and radiological
contaminants in drinking water and to assure the protection of public health if contamination does
occur. EPA tracks a variety of information related to water systems subject to the SDWA.  The number
of contaminants regulated by the EPA has risen from 23 in 1986 to 84 in 1996 and is expected to reach
103 by 2002 and 130 by 2010.

The EPA annually reports number of systems whose water has exceeded the Maximum Contami-
nant Level (MCL) for any contaminant and the number of people served by those systems.  A MCL,
according to the EPA, is the highest permissible level for a contaminant.  In addition, the EPA also
calculates the number of systems that have violated a treatment technique, the requirement to have
properly operating treatment facilities in order to remove contaminants.  The attached table contains
EPA data for the years 1997-2001, showing the percentage of a state’s population served by a water
system subject to the SDWA that violated either a coliform MCL or a surface water treatment tech-
nique.

In 2001, 9.4 percent of Washington residents were served by water systems in violation of either a
coliform MCL or a water treatment technique, compared to the 50 State average of 7.7 percent.
Washington’s rank dropped to 39th among the states, down from 24th in 2000.  Though Washington
ranked 29th in the percentage of its population served by a system with an MCL or treatment violation
at some point in the period from 1997 to 2001, this percentage was below the 50-state average for the
same period.
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Toxins Released

The Toxics Release Inventory (TRI) provides the public with information concerning the amounts
of toxic chemical releases from industrial facilities.  Under the Emergency Planning and Community
Right-to-Know Act of 1986 (EPCRA), the inventory was established with the objective of promoting
emergency planning, minimizing the effects of chemical accidents, and providing the public with infor-
mation on the release of toxic chemicals in their communities.  The EPCRA/TRI Program requires that
manufacturing facilities report nearly 650 toxic chemicals and chemical compounds to the Environ-
mental Protection Agency*.

In 2000, U.S industries reported 2.3 billion pounds of toxic releases, down 73 million pounds from
1999.  This figure includes toxic releases directly to air, water, and land, in addition to the disposal of
toxic chemicals in on-site or off-site land fills, surface impoundments, land treatment, and underground
injection wells.  Washington industries reported 26.1 million pounds of toxic releases in 2000, ranking
21st among the states in terms of releases per square mile.  While this was an 830,000-pound increase
from 1999, it was well below the levels reported as recently as 1998, when 32.1 million pounds of
releases were reported.  Washington’s toxic releases per square mile have been consistently lower than
the U.S. average (total U.S. releases divided by total U.S. area) since the TRI reports began in 1989.

* U.S. Environmental Protection Agency. 1999 Toxics Release Inventory.
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State Health Index

The UnitedHealth Group State Health Rankings provide a composite indicator, by state, that measures
the relative healthiness of each state and the general health of the population in the United States.
Rankings are based on states’ performance in five components: lifestyle, access to health care,
occupational safety and disability, disease, and mortality.  These components are in turn divided into a
total of seventeen subcomponents, each contributing to the overall score according to different component
weights.  To prevent an extreme value from excessively influencing the overall score, the maximum
value any state can receive for a component is limited to the national average plus or minus two standard
deviations.   These components are then calculated into the state health index, which is simply the
percentage a state is above or below the national average.

Washington’s state health index ranked 12th in 2001, down from 11th in 2000. Washington’s strengths
in 2001 include a low infant mortality rate (5.4 deaths per 1,000 births), low risk for heart disease (16
percent below the national average), and low motor vehicle deaths (1.2 deaths per 100,000,000 miles
driven).  Washington also had a decrease in the prevalence of smoking from 22.4 to 20.7 percent for the
year.  Washington  has performed very well in the State Health Rankings over the last five years, with
an average rank of 9th among the states and a score of 11 percent above the national average.
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State Parks and Recreation Areas

Washington lays claim to one of the largest and busiest state park systems in the United States.
With125 developed parks covering over 260,000 acres, Washington ranks 6th among all 50 states in the
number of areas managed.  Furthermore, Washington ranks 4th in day-use attendance and 8th in the
number of overnight visitors served.  In 2001, Washington ranked 4th in total visitation with 47,774,327
visitors.

State parks provide areas that enrich the quality of life by providing recreational spaces where
people exercise, enjoy the natural environment, and maintain their well being.  In addition to the nu-
merous social values generated by state parks, several economic benefits exist.  Local economies pros-
per from the increased demand for gas, food and lodging.  State parks also provide employment oppor-
tunities.  The Washington State Parks and Recreation Commission reports that state parks employ
approximately 500 full time employees.

Since state park visits per capita were recorded, Washington has consistently placed in the top 5
among the states.  Over the past five years, Washington has ranked 4th in per capita park visits.  In 2001,
each of Washington’s residents visited a state park an average of eight times.
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State Arts

State arts agencies play a major role in making the arts accessible to the public.  They support
special events such as concerts in the park, touring artist groups, and arts festivals.  State arts agencies
also support public art programs, which is specifically for the integration of artwork (sculpture, murals,
paintings, glasswork, etc.) in the renovation or construction of certain state buildings, such as schools
or departmental offices.  Some theaters, operas, and orchestras are able to offer reduced price seating or
special free performances due in part to government support.

It is difficult to quantify the effectiveness of state art programs.  However, we can use the total
revenue collected by state arts agencies to get a sense of the commitment a state makes to the arts.  Total
state art agency revenue* includes state legislative appropriations, funds from the National Endowment
for the Arts (NEA), private support, and other state funds, including transfer funds and special funding
mechanisms.  Some of the discipline areas that these dollars support include dance, theatre, visual arts,
photography, literature, folk arts, and the humanities.  State dollars make up more than 85% of the state
arts agency’s total revenue in Washington.

Although Washington has one of the oldest and highest funded public art programs in the nation,
overall state arts support is below the national average.  Between fiscal years 1998 and 2002, Washington’s
total state art agency revenue per capita averaged $0.73, compared to the national average of $1.53 and
ranked 44th over this five-year period.  In fiscal year 2002, Washington’s per capita figure of $0.83 was
considerably lower than the national average of $1.71, placing it at 41st among all states.

*Though state arts agencies are the primary source for state funding, some states also fund the arts through other agencies, such as arts education
funding through the Department of Education.
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Public Library Service

Public libraries contribute to the quality of life by providing a multitude of educational and
recreational functions and services.  Public libraries serve people of all ages and backgrounds by pro-
viding spaces for community meetings and study halls, storing a wealth of information and entertain-
ment in books, and providing computer and Internet access.

The benchmark, total circulation per capita, is used to gauge the quality, magnitude, and availabil-
ity of public library resources and services.  Circulation is the checking out of items (i.e., books, CDs,
videos) to the public and is a reliable indicator because most transactions are electronically recorded.
This data is collected from every state and the National Center for Educational Statistics (NCES) pre-
sents the cumulative form.

Washington has had excellent performance in this arena, with an average state ranking of 4th
from the years 1996 to 2000.  During that period, the state had an average per capita circulation of 9.8
compared to the national average of 6.5.  Washington’s 2000 state ranking was 7th, with per capita
circulation of 9.4 compared to the national average of 6.4.
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Housing Opportunity Index

The Housing Opportunity Index (HOI), created by the National Association of Home Builders, is a
measure of the percentage of new and existing homes sold in an area that a family earning the median
income in that area can afford to buy. The index for the first quarter of 2002 was based on an analysis
of more than 580,000 completed home sales in 191 metropolitan area markets nationwide.  The aver-
age HOI for this period was 64.8, up from 56.9 in the first quarter of 2001, indicating that 64.8 percent
of the homes sold in these metropolitan areas would be affordable to someone earning the median
income for all of the areas.

Seven Washington metropolitan areas are included in the index: Bellingham, Bremerton, Olympia,
Spokane, Tacoma, the Tri-Cities, and the Seattle-Bellevue-Everett area. Of these areas, two, Olympia
and Spokane, had HOIs above the national average with index values of 64.9 and 66.1, respectively.
Spokane had the highest HOI among the included Washington areas while the Tri-Cities had the lowest
with a HOI of 54.6.  Spokane’s HOI ranked 126th among the 191 metropolitan areas included in the
index, while the Tri-Cities’ ranked 155th.
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Interstate Miles in Poor Condition

Since 1990, the Federal Highway Administration (FHWA) has required states to report road rough-
ness according to the International Roughness Index (IRI).  The IRI is collected in accordance with the
Highway Performance Monitoring System Field Manual for the Continuing Analytical and Statistical
Database.  This document mandates standard codes for the collection and publication of the IRI and
therefore ensures that various data will be reported in a consistent format.  The IRI is used in the
development of Federal highway legislation and is published annually in the FHWA’s Highway Statis-
tics.  On a state level, this information is used as an aid to highway planning, programming, budgeting,
forecasting and fiscal management.  Maintaining interstate and highway conditions is crucial for ensur-
ing safety, improving efficiency, and allowing fluid movement of people and goods throughout the
state.

In 2000, Washington matched its 1999 record low of 1.4 percent of interstate miles in poor condi-
tion, ranking 23rd in the nation.  In 1996 and 1997, Washington ranked 41st and 40th respectively with 10
and 8.9 percent of its interstates considered in poor condition.  The magnitude of the improvement from
1996-97 to 1998-99 can largely be attributed to heavy construction on Interstates 90, 82, and 5 during
1997.  The 1997-99 biennium witnessed $60.8 million in improvements from the paving program.
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Urban Roadway Congestion Index

The Urban Roadway Congestion Index (RCI) is a traffic density indicator calculated as a ratio of
daily traffic volume to the optimum volume for a given road system.  The index is calculated by the
Texas Department of Transportation.  It includes a sample of 50 urban areas selected to represent those
areas with populations greater than 800,000 or those with a significant amount of congestion. Ulti-
mately, the RCI measures both the intensity and duration of congestion.  An RCI greater than or equal
to 1 indicates that congestion exists throughout the area.

The costs of congestion result in economic inefficiency as travelers waste fuel and incur the oppor-
tunity cost of extra travel time.  In 1982, the average annual delay per person was only 16 hours but this
has increased to 62 hours in 2000.  The congestion “bill” for the selected areas of the study totaled
$67.5 billion in 2000, which was the value of 3.6 billion hours of delay and 5.7 billion gallons of excess
fuel consumed.  Furthermore, the RCI average for 2000 was 1.13; the highest average since the index
was first calculated.

In 2000, the Seattle-Everett region had an RCI of 1.27, down from its 1999 RCI of 1.30. The region
has consistently ranked as the 5th or 6th most congested since 1992, however in 2000 it ranked 16 th.  For
the period from 1996-2000, the region’s average RCI of 1.25 ranked as the 7th most congested of the
urban areas reported in this publication.
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FAA Air Traffic Delays

The FAA’s annual Air Traffic Activity and Delay Report provides air traffic information for the 55
largest airports.  Air traffic delays can occur at any phase of the flight and are characterized as delays
that exceed 15 minutes. For comparison purposes, the report states the number of delays per 1000
operations.

In 2001, the Seattle-Tacoma airport ranked 43rd among the 55 largest airports with 20.8 delays per
1000 operations, above the airports’ average of 16.7 delays per 1000 operations.  While the Seattle-
Tacoma airport ranked 38th among the airports for the period 1997-2001, its average of 12.8 delays per
1000 operations for that period was below the average value for the airports, which was 16.1.
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